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KEY ECONOMIC INDICATORS 
(as of June |, 1984) 


The average exchange rate for 1983 was $ | = 2-85 guilders. All of the figures below have been 
converted at that rate to facilitate comparability- The actual average rate was $I = 2.68 
guilders in 1982, and $1 = 2+50 guilders in 1981. 


INCOME, PRODUCTION AND EMPLOYMENT 1982 1983 1984 Pete Change* 
GNP at current prices ($ mil.) (28,421 131,509 137, 368(E) plus 45 
GNP at 1982 prices ($ mil.) 128,421 130,070 132,671(E) plus 2-0 
Per capita GNP,current prices ($) 8,980 9,196 9,539(E) plus 367 
Per capita GNP,1982 prices ($) 8,980 9,096 9,213(E) plus e353 
Plant & equipment Investment ($ mil.) 13, 185 14,000 14, 737(E) plus 503 
Indexes: 

Industrial production (1980 = 100) 94 96 102(MAR) plus 663 

Avge mfge productivity (1975 = 100) 140 138(QII1) = plus 602 

Avge manufacturing wage (1980 = 100) 110.5 113-2 113-9(APR) plus 07 
Disposable personal income, 

at current prices ($mil.) 85,088 85,614 plus 06 
Disposable income per capita, 

at current prices ($) 5,950 5,987 plus 06 
Employment (000's)(period average) 4,625 4,545 4,531(E) minus 0-3 
Average unemployment rate ( S.A.)** 14.3 (7el 18-O(APR) - 
Housing starts (units) (11,375 (14,273 - plus 26 


MONEY AND PRICES 
Money supply (MI)($mil-, end of period) 24,678 27, 181 26, 962(FEB) plus 
Money supply (M2)($mil-, end of period) 42,474 46,995 48, 280(FEB) plus 
Public debt domestic ($mil-, end of period) 43,632 54,539 - plus 
Public debt external ($mil-, end of period) 0 0 0 (MAY) 
Central Bank discount rate (end of period) 5.0 5.0 5eO(MAY) 
Domestic private credit outstanding 45,768 46,425 - plus 
(Smile, end of period) 
Indexes: 
Retail sales (value): (1980 =100) 90.0(FEB) plus 
Avg» wholesale prices: (1975 = 100) 


(excl. VAT) 156-7( JAN) plus 
Avge consumer prices: (1980 = 100) 119.8(APR) plus 


BALANCE OF PAYMENTS AND TRADE 
Gold & foreign exche reserves 13,926 - 15,584 15, 280(FEB) 

(Smile, end of pere, incl. valuation changes) 
Balance of payments current account 

(transe, $ bil-,cum.) 307 3.5 4.6(E) plus 31-4 
Balance of merchandise trade($ bil., cum.) 3-5 4.0 |. 7(MAR) unchanged 
Total exports F-0-Be($bil-, cum-)Dutch stats. 6261 65-5 19-0(MAR) plus 17-0 
Total Imports C.leFe($bil-, cume)Dutch stats. 58-6 61-5 17-3(MAR) plus 19.0 
US imports from Netherlands CIF ($bil-,cume) 2-0 2-8 0-9(MAR) plus 71-0 

(USDOC stats.) 2-5 3.0 1.1 (MAR) plus 783 

US exports to Netherlands FOB ($bil-, cum.) 504 5-6 1. 7(MAR) plus 24.0 
(incl. reexports) (USDOC stats.) 8-6 7-8 2-1 (MAR) minus 66 
Main imports from the U.S. (in thousand metric tons (TMT) and millions of UeS- dollars ($ mil.) 
(Jan-Dec)1983: Machinery and Transport Equip-$1,786 mile; Animal feed except grains 3847 
TMT/$677 mile; Ollseeds 2701 TMT/$696 mile; Chemicals $586 mile; AsDeP. Equipment and parts 
$591 mile; Aircraft and parts $299 mile; Coal 3566 TMT/$242 mil-; Analyte Instrum. $142 mil. 


Sources: Central Bureau of Statistics (CBS); Netherlands Central Bank; Central Planning 
Bureau(CPB); UeS-e Department of Commerce; IMF International Financlal Stats. 

NOTES: “Percentage changes compare full year results or estimates, when avallable; otherwise 
comparable periods. ** Rate Is percent of labor force excluding self-employed. 





SUMMARY. 


The open, trade-dependent Dutch economy is experiencing an 
economic upturn with foreign trade leading the way. The 
economic recovery in the United States and Europe is serving as 
a strong magnet for Dutch exporters who are taking advantage of 
heightened competitiveness resulting from wage moderation over 
the past several years. Imports are also rising strongly as a 
result of higher investment, growth in processing and trans- 
shipment operations, and an upswing in the inventory cycle. 
Investment is the other encouraging spot on the Netherlands' 
economic horizon in 1984, with inflation-adjusted outlays for 
industrial machinery and equipment projected to rise by about 

6 percent, after three successive years of decline. 


Manufacturing production has moved higher in recent months and 
output in the first quarter rose 3 percent over the last 
quarter of 1983. Official forecasts put real GNP growth this 
year at a solid, but not spectacular, two percent. This may be 
on the low side, particularly if there is continued, healthy 
economic recovery in the Netherlands' major European trade 
partners. Prices, wages, and productivity have developed 
positively, with inflation in 1983 at the lowest rate in 
fifteen years, and average manufacturing wage rates almost 
unchanged over the last 12 months. Inflation will edge upward 
a bit this year, but will remain in the 4 percent range. Very 
high unemployment--about 16 percent of the total _ labor 


force--remains a serious problem, but the growth of 
unemployment has decelerated in recent months. 


Underlying these positive trends are structural imbalances and 
rigidities which have plagued the Dutch economy for at least a 
decade and which have proved difficult to overcome (for 
political and social, as well as economic reasons. This year 
will mark a watershed, however, as retrenchment policies 
finally begin to bear fruit. The public sector share of GNP 
will decline for the first time in many years and_ the 
government deficit will fall. Additional, controversial 
economic reform measures are yet to be implemented, 
particularly in the area of reductions in unemployment/ 
disability benefits and in other social programs; some of the 
most difficult steps have already been taken. 


The Netherlands remains one of the most prosperous. and 
important economies in the world and continues to be a major 
market for U.S. goods, an important source of direct investment 
into the United States, and the site for significant service 
and manufacturing operations by many U.S. corporations. The 
economic upswing now underway and the country's continuing high 
level of affluence mean that the Netherlands will offer 
increasingly attractive opportunities for U.S. exporters of a 
wide range of goods and services. 





I. CURRENT ECONOMIC TRENDS. 
FOREIGN TRADE LEADS ECONOMIC RECOVERY. 


The open, trade-dependent Dutch economy is in the midst of an 
economic upturn, with foreign trade leading the way. Exports 
in the first quarter were up 17 percent over the same period a 
year earlier, and imports were 19 percent higher. Strong 
increases are clearly the result of the economic growth in the 
Netherlands' major European trade partners, particularly West 
Germany, which takes about one-third of Dutch exports. Not 
surprisingly, however, Dutch exports to the U.S. are showing 
the strongest gains as a result of the rapid expansion of the 
U.S. economy and the continuing strength of the U.S. dollar. 
Dutch first quarter exports to the U.S. totaled 2.6 billion 
guilders (about $870 million), up 70 percent over the same 
period last year. In 1983 Dutch exports to the U.S. were some 
40 percent greater than in 1982. 


Some of the export growth in recent months has been met by 
inventory drawdown, and the consequent restocking explains part 
of the recent import growth. In addition, reprocessing and 
transshipment functions are an important part of the Dutch 
economy and a surge of exports automatically entails import 
growth. The pick-up in imports will help reduce the large 
surplus on the balance of payments current account, but the 
Surplus will still exceed 10 billion guilders for the third 
successive year. The volume of Dutch exports is now 
conservatively forecast to grow by 6 to 7 percent in 1984. 
This comes on top of a 6 percent gain last year. Export growth 
has been strongest for petroleum products, chemicals, basic 
metals and some manufactured goods. These sectors typically 
grow fairly quickly in the early stages of an economic upswing, 
Out the increases also reflect the improved competitive 
position of Dutch industry. The export-led recovery could be 
Slowed, of course, by presently unforeseen negative 
developments in key European economies. 


Production expanded firmly late in 1983 to meet growing export 
demand, and the surge late in the year caused 1983 real GNP 
growth to come in at 1.5 percent-- well above the zero real 
growth that had been forecast at mid-year. Dutch manufacturing 
output has continued to expand; first quarter production is a 
solid six percent above the year earlier level, and three 
percent over the previous quarter. Chemicals, oil refining, 
and basic metal output continue to show substantial growth. 


The Netherlands' hydrocarbon production is also steadily 
improving. Natural gas production and exports, an important 
national source of wealth for two decades, declined 
dramatically in 1981-82,but this trend has now. reversed. 
Natural gas production rose by four percent in 1983 and 





forecasts are for a further rise this’ year. Moreover, 
indigenous crude oil production, for years a relatively minor 
activity, grew by 60 percent last year and will grow further in 
1984 as new offshore North Sea oil fields are brought into full 
production. While Holland's oil production is minor in 
comparison with the U.K. or Norway, new finds will allow the 
Netherlands to meet a substantially larger part of its own 
requirements, perhaps as much as 25 percent by 1987, and 
provide important new tax revenues for the hard-pressed 
national treasury. 


Harder to measure but very important to the Dutch economy is 
the large service sector centered on the Rotterdam port and 
transportation hub. Growing foreign trade will provide a 
needed boost to the port, and officials expect non-oil cargos 
to rise 5 to 10 percent this year, despite increased 
competition from ports in neighboring countries. 


Conditions in the hard pressed construction sector are expected 
to stabilize this year, after several years of successive 
declines in housing investment. However, the plunge in real. 
estate values over the past few years has burned = many 
home-owners, and a pick-up in non-subsidized home building will 
probably be slow in coming. 


The volume of output in Holland's important agricultural sector 
is expected to remain stable this year, but farm prices will 
drop as a result of adjustments in the EC's Common Agricultural 
Policy, particularly in the dairy sector. After dropping 4 
percent last year, preliminary indications are that farm income 
could drop by over 10 percent in 1984. 


OUTLOOK FOR INVESTMENT ALSO BETTER. 


The improving economic outlook and rising corporate 
profitability bode well for private investment which had 
declined substantially in the 1981-82 recession. Investment 
picked up a bit in 1983, but mainly for big ticket 
transportation equipment. Actual inflation-adjusted outlays 
for industrial machinery and equipment declined a further seven 
percent and came in a full 20 percent below the 1980 level. 
This trend will be reversed in 1984 as machinery and equipment 
outlays are officially forecast to rise about 6 percent. This 
projection may well turn out to be on the conservative side. 
Many Dutch firms are experiencing solid earnings gains and 
aggregate, corporate liquidity is strong. Surveys indicate 
growing business confidence and rising capacity utilization. 
First quarter imports of investment goods were 28 percent above 
the year-earlier period. If this trend continues, 1984 could 
witness a very strong--and badly needed--upturn in productive 
investment. 





The outlook for consumption has also improved. Despite the 
estimated 3 percent drop in inflation-adjusted, after-tax wages 
for the typical worker in 1983, aggregate private consumption 
remained stable. This was the result of increased consumer 
confidence and lower discretionary savings, apparently arising 
from the improved inflation outlook. This trend could continue 
into 1984. The most recent official forecast projects 
disposable income for the average worker holding steady this 
year, and surveys show a marked increase in consumer 
confidence. These positive developments suggest that private 
consumption could actually strengthen a bit in 1984. 
Government investment and consumption, however, are expected to 
contract this year in real terms as ministries' operating 
budgets are trimmed back under the government's retrenchment 
program. 


PRICES, WAGES AND PRODUCTIVITY--MORE POSITIVE SIGNS. 


Positive developments on the price and wage front underpin the 
improved economic outlook for the Netherlands. Consumer price 
inflation was only 2.8 percent in 1983, second lowest in the 
European Communities (after West Germany), and the lowest rate 
experienced in Holland in 15 years. Moreover, with’ the 
encouragement of the government, unions and employers have 
hammered out revisions to collective bargaining agreements 
effectively suspending standard cost-of-living adjustments for 
1983 and 1984 in exchange for shorter hours. The goal of these 
contract revisions is to increase the number of jobs available 
and thereby restrain the continuing rise in unemployment. Wage 
increases have been limited and there has been some reduction 
in work time without loss of output. Unions are beginning to 
complain, however, that new job creation has not met their 
expectations. 


Of greater importance, however, is the increase in 
manufacturing productivity which is estimated at over 5 percent 
in 1983 and expected to improve further this year. Wage 
restraint and higher productivity have combined to bring down 
unit labor costs in industry by about 3 percent last year and a 
projected 4 percent in 1984. This trend is substantially 
better than labor cost developments in the Netherlands' main 
European trade partners, and in part explains the solid growth 
in Dutch exports. 


Inflation has eased upward recently and the increase in 
consumer prices in the 12 months ending in mid-April was 3.9 
percent. Part of this increase is attributable to hikes in 
sales and excise taxes on January 1, and to higher commodity 
import prices arising from the general rise in the 
dollar/guilder exchange rate over the past 12 months. Assuming 
that energy prices remain stable, that the dollar begins to 





weaken (or at least not rise much more), and that wage 
restraint continues, consumer price increases should remain 


below a four percent annual rate for at least the next 6 to 12 
months. 


STRONG, STABLE CURRENCY PERMITS INTEREST RATES TO REMAIN LOW. 


The Dutch monetary authorities remain committed to the goal of 
maintaining the value and stability of the Dutch guilder by 
controlling inflation and maintaining a link with the German 
mark. Monetary financing of the large government deficit has 
been eschewed, and the guilder has with but one exception been 
routinely revalued in tandem with the DM. These moves, plus 
the strong balance of payments surplus and the very low 
inflation rate, have made the guilder one of the strongest 
currencies in Europe. 


Market confidence in the currency has in turn facilitated the 
efforts of the Central Bank to keep interest rates low. 
Capital market rates have held steady in recent months at about 
8.5 percent, even though rates in the U.S. have edged higher, 
and money market rates have been fairly stable in the 6 percent 
range for about a year. The Government's borrowing needs this 
year are now expected to come in well below levels projected 
earlier, and this should restrain upward pressure on rates in 
coming months. Moreover, savings in the enterprise sector may 
prove quite strong and thus contribute to reducing capital 
market pressures. Nevertheless, if U.S. capital and money 
market rates continue to climb, this would inevitably filter 
through to the Netherlands and rates here would begin to edge 
upward. 


Large cash inflows from the hefty balance of payments (current 
account) surplus and other factors have led to a substantial 
expansion of the money supply (M2) which, in February, was 
about 10 percent above the level of a year earlier. The 
monetary authorities are monitoring the rise in liquidity, but 
so far it does not appear to be leading to inflationary 
pressures. 


SIZE/ROLE OF THE PUBLIC SECTOR IS CONSIDERED CRITICAL... 


The Netherlands is now benefiting from the world economic 
recovery, and will experience solid, though not spectacular, 
economic growth this year. Nevertheless, fundamental problems 
persist and these continue to constrain balanced, sustainable 
recovery of employment and investment. Policymakers consider 
the key problem to be the size of the Dutch public sector, 
including the highly developed and very generous system of 
income transfers. The system succeeded in ensuring that 
virtually no citizen is ever really needy, but = also 





contributed to the almost uncontrollable rise in public sector 
expenditures and taxes. This trend has seen public sector 
outlays rise from 32 percent of national income in 1950 to over 
70 percent in 1983. Compounding this problem has been the 
complex array of linking mechanisms aimed at limiting the 
impact of inflation and ensuring that different groups in 
society all progress equally. There are also extensive rules 
for protecting the rights of workers, as well as a complicated 
system of industrial subsidies to. promote and_= channel 
investments into certain regions and uses. The net effect of 
the overly-large public sector has been to impair private 
sector profitability and initiative, and to reduce’ the 
country's economic flexibility and adaptability. 


..-AND 1984 WILL BE A WATERSHED YEAR. 


The current Cabinet has embarked on a stringent multi-year 
program focused on reining in the growth of government, 
reducing the budget deficit, controlling the tax burden, and 
restoring economic flexibility. This policy has featured major 
spending cuts in 1983 and 1984, cuts which come on top of 
retrenchments begun by previous cabinets. The Government's 
efforts will get a needed boost from the general economic 
upswing and will show concrete results this year. The public 
sector deficit, which has risen continuously since 1977 and 
reached 11.5 percent of national income in 1983, is now set to 
drop. The latest projection is that total borrowing in 1984 
will be 10.7 percent of national income and could fall even 
further. A more important milestone this year will be the 
Slight decline of the public sector share of the national 
economic pie. This landmark event could signal the reversal of 
a forty-year trend of rising public sector outlays, a trend 
which has pushed the public sector share of national income to 
a level second only to Sweden among the _ industrialized 
countries of the West. 


Public sector cost control has focused on measures to reduce 
the level of social welfare transfers and costs of public 
employees. These measures have been accompanied by other 
efforts aimed at reducing the economic impact of government 
regulations. Direct government intervention in wage setting 
has been abandoned. The complex system of investment subsidies 
is being simplified and the government is making a determined 
effort to move away from the traditional system of propping up 
ailing firms. The transition to greater reliance on market 
forces is not painless, however, as the on-going shakeout (and 
rising unemployment) in the shipbuilding/ship repair sector 
demonstrates. Other measures aimed at improving the overall 
Climate for investment are also being implemented including tax 
relief for corporations (the corporate tax rate was cut from 48 


to 43 percent in 1984), and some limited government support for 
industrial R and D. 





UNEMPLOYMENT IS STILL VERY HIGH... 


High and rapidly rising unemployment has been the most negative 
feature on Holland's economic landscape. However, the cyclical 
upturn in the past 6-8 months has been accompanied by a marked 
deceleration in unemployment growth. Projections for 1984 have 
been scaled back and the outlook now is for an average level of 
850,000 jobless, or about 16 percent of the total labor force. 
(Under the national definition, which excludes self-employed, 
the unemployment rate will be about 18.2 percent.) While an 
improvement over earlier forecasts, this is still an extremely 
high level, and youth unemployment is especially severe. 
Moreover, public sector employment is programmed to drop 
Slightly in the next few years, and the labor supply will grow 
by more than one percent annually, so significant growth in 
private sector employment is necessary if Holland's’ high 


unemployment rate (the second highest in the EC) is to come 
down. 


Reducing unemployment is an important goal of the government's 
efforts to restructure the Dutch economy along more dynamic, 
market-oriented lines. These are signs that the program may 
begin to bear fruit. The prolonged decline in private sector 
employment appears to be bottoming out, in part owing to the 
cyclical upturn, but also as a result of labor cost restraint. 
Consideration is being given to measures to improve labor 
market flexibility and increase work incentives through, for 


example, greater wage differentiation. The statutory minimum 
wage was cut by 3 percent on January 1, along with civil 
servant's gross wages (taxes and benefits were adjusted so that 
net nominal wages in the public sector held roughly stable; 
inflation, however, will cause real public sector incomes to 
drop about 3 percent this year). 


In addition to structural economic reforms, the current 
government continues to encourage unions and employers to work 
out arrangements to reduce the work week and spread the 
available work to new employees, all without any increase in 
costs. It is not yet clear whether this approach will provide 
much of a boost for employment, or whether the rank-and-file 
are willing to accept the long-run sacrifices this approach 
entails. The Government has also proposed a job training 
program targeted on long-term unemployed youth and implemented 
in cooperation with private sector employers. Discussions are 
underway on how to use planned 1985 budget cuts, and whether 
some of the reduced outlays might be offset by lower taxes 
(thereby boosting consumption, production, and employment) or 


other measures to ameliorate more directly the unemployment 
problem. 





..-AND CRITICS ABOUND. 


A disciplined, philosophically harmonious Cabinet and general, 
but not unqualified, support from a majority in Parliament, 
have enabled the government to undertake economic reforms many 
thought impossible only a few years ago. Nonetheless, there 
are strong critics of the Government's economic program. The 
major spending cuts, particularly in public sector salaries and 
popular income transfer programs, have been strongly resisted, 
especially by those most directly affected. The country's 
largest political party (the opposition Labor Party) has urged 
a policy aimed at stimulative government investment spending, 
increased aid for ailing firms, a strong push for work-time 
shortening (offset by lower wages), greater leveling of 
after-tax incomes, and a less rapid curtailing of the 
government deficit. Supporters of this approach argue that it 
would lead to a speedier drop in unemployment, and a more 
equitable sharing of necessary sacrifices, while opponents 
contend that it would not lead to the needed economic 
restructuring and improved climate for investment necessary for 
the Netherlands' long run economic health. 


WHAT THE FUTURE HOLDS. 


The export-led economic recovery now underway is expected to 
yield solid, but not spectacular, growth this year. Real GNP 
is now officially projected to expand in 1984 by 2 percent, but 
this may be on the low side, and growth in the 3 percent range 
would not be surprising in view of the very strong first 
Quarter export growth and the momentum that seems to be 
developing. Underlying the current cyclical upturn is an 
economy characterized by persistent rigidities and structural 
imbalances. Progress in resolving these problems is being made 
and milestones are being reached this year, but more will have 
to be done if the Netherlands is to return to the type of "good 
economic health" it enjoyed in the fifties and sixties. It is 
possible that, with improved economic performance this year, 
pressure will mount to back away from further needed, but 
painful, reforms. Some politicians may be more inclined to 


respond to those in the electorate who wish to limit further 
cutbacks. 


Thus, there is substantial uncertainty about the Netherlands' 
economic prospects in 1985 and beyond. Developments in the 
world economy and yet-to-be decided domestic policy measures 
will play an important role. A recent official medium term 
economic forecast projects that unemployment will rise to above 
one million workers (or about 19 percent of the total labor 
force) by 1987. This seems overly pessimistic, even with the 
continued strong growth in labor supply expected over the next 
few years. While it is too soon to say that clear skies lie 
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ahead for the troubled Dutch economy, it seems fair to say that 
some of the stormiest weather now lies. astern. Careful 
navigation will be required in the next twelve months as 
comprehensive, permanent reforms in the social welfare system 
are introduced, efforts to reduce labor market rigidities are 
undertaken, and regulatory burdens are eased. The government 
has thus far had the benefit of a consensus that strong reform 
medicine was a necessary and unavoidable pre-condition for a 
return to economic health; whether this consensus holds as 
policies continue to tighten remains to be seen. 


Even with the problems and uncertainties, the Dutch economy 
remains fundamentally strong and prosperous. It has a superb 
transportation and communications infrastructure, a highly 
trained and productive work force, a long tradition of 
cooperative labor-management relations, and several of the 
world's largest and most successful multi-national firms 
operating on the frontiers of technological research and 
development. These assets are a solid basis for optimism about 
the Netherlands' long run prosperity. 


PART II. IMPLICATIONS FOR THE UNITED STATES. 


The many positive features of the Dutch economy noted above 
make the Netherlands' domestic market worthy of interest to 
American firms. The economic upturn, the strong pace of 
foreign trade, the improved industrial investment prospects, 
and the increase in manufacturing output add up to new 
opportunities for the American exporter. Beyond these, the 
Netherlands plays a key role as distribution hub of Northern 
Europe. Its geographical location, its shipping facilities 
(including the world's biggest port), its domination of barge 
and truck transportation in Northern Europe, and its trading 
know-how account for a Dutch influence over foreign trade far 
in excess of its relative GNP or population. Although a good 
bit of transit trade is orchestrated by Dutch firms, a 
significant amount of its imports are finished, assembled, 
packaged, or incorporated in Dutch-made products before being 
re-exported. All these factors make the Netherlands one of the 
major world markets that forward-looking American firms will 
want to explore. 


The experience of the past three years, in which depressed 
Dutch economic conditions and the strong dollar put a damper on 
U.S. exports to the Netherlands, should begin to turn around. 
These exports had been increasing by 20 percent a year or more 
in value in the period 1978-1980. In 1981 and 1982 they 
stagnated, and last year they dropped 10 percent to $7.8 
billion. On the other hand U.S. imports from the Netherlands 
in 1983 rose 19 percent to almost $3 billion. 
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The picture for 1984 is brighter than in the past three years, 
and prospects for increased trade with the United States are 
excellent. The earlier widespread expectation of a drop in 
1984 of the dollar exchange rate has not materialized, and the 
average for the first five months of 1984 was over three 
guilders to the dollar, compared to an average of 2.85 guilders 
for 1983. This has priced many conventional U.S. products out 
of this market at present. After so many recent’ (and 
erroneous) predictions of an imminent drop in the dollar 
exchange rate, we hesitate to make any forecast. The consensus 
is still that the rate will drop by the end of 1984. For our 
projections of growth rates in U.S. exports to the Netherlands 
in the industry sectors mentioned below, we are using an 
assumed rate of 2.85 guilders to the dollar in the period 1984 
to 1967. 


The Dutch are heavy investors in the United States with direct 
investment of over $21.4 billion at the end of 1982. The 
Netherlands is second only to Great Britain in the amount of 
capital investment in U.S. companies. The United States is the 
largest source of foreign direct investment in the Netherlands 
with a position of almost $8.8 billion at the end of 1982. 


Dutch businesses are highly competitive. Price, the quality of 
goods, reliability of servicing and the credibility of business 
commitments are paramount considerations to Dutch “firms. 
Because of its reliance on foreign trade, the Netherlands is 
one of the world's most open markets with no significant 
barriers to U.S. exports. Dutch businesses welcome U.S. 
products and look for technological advances that will save 
money or improve performance. U.S. suppliers of quality goods 
at competitive prices will often find a lucrative market in the 
Netherlands. 


The U.S. Foreign Commercial Service (FCS) in the Netherlands, 
headquartered at the American Embassy in The Hague and with 
offices at the American Consulates General in Amsterdam and 
Rotterdam, has identified Dutch industry sectors which offer 
fair to good market prospects to U.S. suppliers during the next 
few years. FCS will assist U.S. firms to penetrate or to 
expand their sales in the Dutch market through a variety of 
promotional events, business contacts and information gathering 
and reporting. To take advantage of these programs, U.S. 
companies are urged to contact the nearest office of the U.S. 
Department of Commerce located in major cities of the United 
States. 


DUTCH INDUSTRY SECTORS WITH BEST PROSPECTS FOR U.S. EXPORTERS. 


AIRCRAFT AND AVIONICS. The Dutch market in 1983 for aircraft, 
avionics, and related parts and equipment was estimated at $800 
million. Direct imports from the United States were estimated 
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at $270 million or 42 percent of all imports. Imports from the 
United States should have an annual real growth rate of 14 to 
15 percent in the next four years with an increase of the U.S. 
share to 60 to 65 percent of imports. Fokker's plans to 
produce two new aircraft should provide opportunities to U.S. 
suppliers of avionics, hydraulic systems, digital cockpit 
systems, screens, and carbon materials. KLM and two Dutch 
charter firms purchase U.S. avionics and parts and may be in 
the market for medium-haul passenger aircraft to replace the 
DC-8 fleet and additional long-haul planes. Microwave landing 
systems could also be of interest. FCS is promoting Dutch 


buyer attendance at the U.S. pavilion in the Paris Airshow in 
June 1985. 


TELECOMMUNICATIONS. Direct U.S. exports of telecommunications 
equipment to the Netherlands are estimated at $70 million in 
1983 or 12 percent of Dutch imports of this equipment. We 
expect a sharp increase in U.S. exports by 1985 and project a 
figure of $200 million in 1987 or 25 percent of imports. The 
Dutch government has annouced its intention to loosen the PTT 
monopoly over the telecommunications interconnect market. As 
it is, private suppliers are free to sell the following 
interconnect equipment to the Dutch consumer: Telephone 
answering and recording equipment, automatic redialing 
equipment, explosion proof telephones, wireless paging systems, 
acoustic telephone couplers, call diverters, and modems. Under 
the new policy private suppliers will be able to _ sell 
additional interconnect equipment to the Dutch consumer once 
the equipment has obtained standards approval from the PTT. 
U.S. suppliers should find new opportunities for the sale of 
private office telephone exchanges (PABX systems), local area 
network paging systems, and home terminals. The PTT will also 
continue to offer interconnect equipment and will remain a 
prime customer for telecommunications equipment, particularly 
as it will retain responsibility for the public network and for 
traditional telephone and telex equipment. The PTT is planning 
to replace its telephone exchanges with digital equipment over 
the next 15 years involving an investment of $2.5 billion. The 
first digital exchanges will probably come from Western Union 
in the United States. By 1986, they should be in production by 
the ATT/Philips joint venture in the Netherlands. Proposals to 
establish a teleport in the Netherlands centered on a satellite 
earth station point to further sales opportunities in the near 
future. 


ANALYTICAL AND SCIENTIFIC INSTRUMENTATION, Prospects for 
analytical and scientific instrumentation equipment brightened 
in the latter half of 1983 and first quarter of 1984. Dutch 
imports from the United States were up 22 percent in 1983 to 
$109 million or 29 percent of total imports. Industry 
spokesmen maintain that a substantial portion of this increase 
is related not to increased demand for conventional analytical 
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and scientific instruments but to the integration of computer 
technology and the proliferation of small computers 
incorporated into this instrumentation. Despite the high value 
of the dollar, U.S. suppliers with their technological 
advantage in the microprocessor, electronic instrumentation, 
and data handling equipment fields did well in the scientific 
instrumentation market. Budget restraints continue to hold 
down spending in government, educational and non-profit 
research laboratories. Industry research laboratories however, 
buy the lion's share of laboratory instrumentation. The 
nation's five major multinationals (Shell, Unilever, Philips, 
Akzo and DSM) account for 70 percent of research expenditures. 
Purchasing managers within these organizations, having 
refrained from making procurements in the 1981-82 period, are 
now contemplating the much needed replacement investments. 
Priority areas for additional research and development 
activities will be in biotechnology, production technology 
(flexible automation, laser applications), micro electronics 
and chemical research fields. Areas of expansion for U.S. 
suppliers exist in computerized equipment for chromatographs, 
spectrometers, and spectrophotometers, photodiode array 
detectors, scientific lasers, miniature analytical sensors 
built on silicon, mass spectrometers, and NMR analyzers. FCS 
plans to organize a US. pavilion at the biennial 
instrumentation trade show Het Instrument, September 1985 in 
Amsterdam. 


BUSINESS AND OFFICE EQUIPMENT. The Netherlands market for this 
sector was estimated at $426 million in 1983. Total imports 
were $386 million of which the U.S. share was 23 percent. U.S. 
exports of this equipment should have an average annual real 
growth of 9 percent over the next four years. Best prospects 
for U.S. suppliers are photocopying equipment, intelligent 
copiers, and microfilm equipment. FCS will attend’ the 
Efficiency show in Amsterdam in October 1984 to develop trade 
opportunities for U.S. firms and will promote Dutch buyer 
attendance at Wescon in Anaheim (California) in November 1984. 


COMPUTERS AND PERIPHERAL EQUIPMENT. Direct imports of 
computers and peripheral equipment from the United States 
totaled $570.2 million in 1983 and should have an annual real 
growth of 23 percent in the next four years. The U.S has the 
largest share of the Dutch import market, 36 percent in 1983. 
In addition, there are substantial imports Troe 3 86ULS. 
subsidiaries in other countries of the Common Market. Best 
sales prospects for U.S. firms are business microcomputers, 
graphic systems and displays, and home computers. FCS will 
promote Dutch buyer attendance at the Automation Conference and 
Exhibit in Houston in October 1984 and at the U.S. pavilion in 
Automacon in Montreux (Switzerland) in March 1985. 


COMPUTER SOFTWARE AND SERVICES. There are no-~ statistics 
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available to show country of origin of Dutch software imports. 
The United States is thought to provide half of Dutch imports, 
which are estimated at $366 million in 1983. These imports are 
expected to have a real growth over the next four years at an 
average annual rate of 25 percent. Best prospects for U.S. 
firms are software for technical automation (CAD/CAM), for 
office systems and for databases. FCS will organize U.S. 
pavilions in the flexible manufacturing systems show in Utrecht 
in January 1985, and in the Europe Software Plus show in 
Utrecht in May 1985. 


ELECTRONIC PRODUCTION AND _ TEST EQUIPMENT. In 1983 the 
electronic production and test equipment market in_ the 
Netherlands was estimated at nearly $70 million. Imports were 
more than $46 million exports almost $96 million. The U.S. 
share of the total import market was 51 percent. U.S. exports 
of this equipment should increase in real terms by 6 percent a 
year through 1987. FCS will attend the Fiarex show in 
Amsterdam in October 1984 to develop trade opportunities for 
U.S. suppliers of electronic production and test equipment and 
will promote Dutch buyer attendance at the U.S. pavilion in the 
Electronica show in Munich (Germany) in November 1984. 


ELECTRONIC COMPONENTS. The Dutch market for electronic 
components was $633 million in 1983 while imports totaled $472 
million. The U.S. share of Dutch imports was over 12 percent. 
U.S. suppliers will have to increase their sales efforts to 
maintain their level of exports to the Netherlands in this 
competitive field. Best prospects for U.S. firms are 
components used by the computer and the telecommunications 
industries. 


COAL. The market in the Netherlands for coal has stagnated for 
the past three years because of soft oil prices, slow growth in 
the power generation sector, and depressed demand in the 
metallurgical sector. However, long-term projections see Dutch 
coal imports rising from 7.8 million tons in 1983 to 12.5 
million tons in the year 2000. Imports of metallurgical coal, 
3.5 million tons in 1983, are expected to remain stable, but 
imports of steam coal should go from 4.3 million tons in 1983 
to 9 million tons in the year 2000. U.S. coal has 45 percent 
of the Dutch import market. Even though high railroad rates 
have made U.S. coal more expensive at present than coal from 
other sources (Poland and Australia), Dutch importers are 
continuing their purchases of U.S. coal to ensure 
diversification of supply. The United States is seen as a 
reliable source of a wide range of coal types with special 
qualities. When the market picks up, there will be an 
opportunity to increase sales of U.S. steam coal with a sulphur 
content not over 1.5 percent. 
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PROCESS CONTROL INSTRUMENTATION. U.S. suppliers provided 23 
“percent of Dutch imports of process control instrumentation in 
1983 when U.S. exports totaled $119 million. The Dutch 
chemical industry, which together with the petroleum industry 
accounts for over 40 percent of the instrumentation market, 
invested $652 million in 1983 compared to $561 million in 
1982. Annual capital expenditure for plant machinery in the 
key processing industries is estimated to have increased by 5 
percent in 1983, and this growth will continue. Demand for 
instrumentation will continue to increase with industry 
searching for new techniques to reduce operation costs. 
Controls that make industrial processes more energy efficient 
and contribute to developing alternative energy supply channels 
have experienced favorable growth. Government emphasis’ on 
environmental protection will also continue to generate demand 
for emission control equipment. Facilities handling bulk oil 
shipments entering Europe through the Netherlands continue to 
be customers for control instrumentation for storage, refining, 
and distribution. 25. process control instrumentation 
suppliers enjoy a favorable reputation in the market. U.S. 
manufacturers should concentrate their export efforts in 
various specialized product areas, such as _ computerized 
distributor control systems, utilizing microprocessor based 
transmitters for recalibration in a remote location, process 
automation systems, high quality sensing instruments, and 
specialized data aquisition systems. Other products with good 
sales potential include sensing/measuring instruments, 
electronic materials testing equipment, and on-line analyzers. 
FCS will organize a U.S. pavilion at the Instrument show in 
Amsterdam in September 1985. 


FOOD PROCESSING AND PACKAGING EQUIPMENT. U.S. exports to the 
Netherlands in this sector reached $135 million in 1983 or 9 
percent of Dutch imports. The Dutch food processing industry 
is heavily oriented toward high quality exports. To remain 
competitive the industry will make increasing investments in 
the latest equipment. Best prospects for U.S. firms are the 
whole range of equipment used in meat, poultry, fruit, and 
vegetable processing, machinery for the bakery industry, and 
machinery for ice cream, soft drink, and snack food 
processors. FCS plans to organize U.S. pavilions at the 
Packaging Equipment show in Utrecht in May 1985 and is 
considering participation in the Food Engineering show in 
Utrecht in September 1986. 


MATERIALS HANDLING MACHINERY. The Dutch materials handling 
industry is recovering from the recession. Direct imports from 
the United States in this sector were $17 million in 1983 

(6 percent of total imports), but, if imports from U.S. 
subsidiaries in Europe were counted, the total would be more 
like $29 million. Main American exports were industrial and 
fork lift trucks, overhead traveling cranes, conveyor belts, 
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portable and pneumatic conveyors, lifting, loading and 
unloading machinery and spare parts. Other American sales came 
from U.S. subsidiaries in Europe, particularly lift trucks, 
conveyor and automated systems. The necessity for efficiency 
and to cut distribution costs will accelerate the trend toward 
replacing machinery with more automated, safe, powered storage 
equipment, dynamic order pick systems, high density rack 
stackers, retrieval machinery, computer controls and software 
programming. Holland's leading role in physical distribution 
and warehousing will greatly add to MHM sales. Rotterdam is 
the world's largest port, Amsterdam Airport is the second 
largest in the world in air cargo, and Holland's trucking 
industry accounts for almost half of all goods transported by 
truck in Western Europe. FCS is planning a U.S. pavilion at 
Logistica in Utrecht in November 1985. 


TOURISM--VISIT USA. According to Dutch industry experts, 
bookings to the United States show a favorable trend this 
year. Operators report a remarkable increase in business 
travel and a steady booking trend in tourist travel to the 
United States. Packages account for an estimated one fifth of 
all Dutch trips to the United States. The sale of individual 
travel with fly/drive arrangements and hotel coupons is 
increasing at the expense of the sale of packages. The 
combination of business travel with tourist travel is showing 
an upward trend. Over 145,000 Dutch travelers entered the 
United States in 1983 generating $100 million in revenues. FCS 


in cooperation with the Visit America Foundation has developed 
plans to organize a Visit USA Seminar for 225 Dutch travel 
agencies to be held in Washington D.C., in November 1984. 


MEDICAL EQUIPMENT. Since the last research report on this 
market, conducted under contract in 1981, certain fundamental 
trend changes should be noted. Imports of medical equipment in 
1983 dropped by 1 percent over 1982 and no real growth is 
projected for the next two years. Apparent consumption in 1983 
expressed in current prices, remained at the same level as in 
1982. Industry sources maintain, however, that hospitals will 
be forced to replace and update equipment needs around 1986, 
which should represent an increased demand for U.S. suppliers. 
Dutch exports over the 1982-83 perio.’ rose by 3 percent as did 
domestic production. The major part .f Dutch-made equipment is 
exported. The market is experiencing -n general the effects of 
the current health-care policy aimer. at curtailing costs, 
restricting new hospital construction and implementing tight 
budgetary controls on hospital purchases. Nevertheless, 
although there is little movement at present, the total market 
size--estimated at $232 million in 1983--and the _ large 
dependence of domestic consumption on imports warrants the 
continued attention of U.S. exporters. FCS plans to mount a 
catalog show for U.S. firms at the Medical Equipment Exhibition 
in Utrecht in March 1985. 
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SECURITY EQUIPMENT. The Netherlands is a relatively large and 
promising market for security products. Total sales of 
security products and systems amount to approximately $120 
million per year. This can be subdivided in electronic and 
electrical systems which amount to $60 million; fire 
extinguishing equipment which amounts to $28 million = and 
mechanical devices with a value of $32 million. Imports 
account for 90 percent of the total sales, with West Germany 
(28 percent), Japan (27 percent) and the United States (15 
percent) as leading foreign suppliers. The overall market for 
security products in the Netherlands is expected to have an 
average growth of 10 percent annually in the next few years. 
The market for electronic security equipment will grow at a 
rate of about 20 percent per annum, and it is in this sector 
that U.S. manufacturers have greatest potential to increase 
their share. American firms that are not yet established on 
the European market will find the Netherlands to be an 
excellent test market for Northwestern Europe as well as a 
strategically located distribution center. Best prospects for 
U.S. firms are integrated multipurpose systems which combine 
security and energy management, card key entrance devices, 
electronic alarm systems, closed circuit television systems, 
electronic detectors and sensors, cylindrical type locks, and 
gas detectors and analyzers. FCS plens t6 organize @ U.S. 
pavilion at the Security show in Utrecht in September 1985. 
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